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The study examined the relationship between compensation practice and 
employees’ task, contextual and adaptive performance in the context of public 
sector organizations. Using social exchange theory the study focused on the data 
collected from 274 participants drawn from Nigerian public sector. Partial Least 
Square Structural Equation Modeling (PLS – SEM) was employed in analyzing 
the data. The data revealed that compensation practice had a significant positive 
relationship with all the three dimensions of employee performance; task, 
adaptive and contextual. Although all the relationships are significant, the 
relationship between compensation and task performance was found to be the 
strongest followed by adaptive performance then lastly contextual performance. 
The findings suggested that compensation practice is an important HRM practice 
that induces employees to exhibit high performance that enables organizations to 
achieve their objective efficiently and effectively.  
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Human resource (employees) in organizations are now regarded as important source of 
competitive advantage due to their ability to influence and convert other organizational resources 
(i.e machines, money and method & materials) in to finished products or services (output) 
(Tiwari, 2011). For years, compensation as HRM practice has been considered to be one of the 
most important practice that organizations used in order to attract, motivate and retained highly 
skilled employees. The skilled employees enabled organizations to effectively and efficiently 
achieve organizational objectives. However, in recent years, the pressures from the increased 
competitions, coupled with slow growth in many organizations and volatile markets have 
invariably rendered the traditional compensation and reward system ineffective and even 
counterproductive (Berger, 1991; Hiltrop, 1996). For instance, scholars like Kanter (1994) and 
(Hiltrop, 1996) argued that the traditional compensation and rewards systems are under serious 
attacks for being either cost effective or neither motivating the employees to do more toward 
attaining organizational objectives. Moreover, despite the presence of large volume of literature 
on the relationship between compensation practice and performance, a critical review shows that 
most of these studies are on private sector organizations like banks (Aslam, Ghaffar, Talha, & 
Mushtaq, 2015; Azad, Khan, & Ahmed, 2011; Baloch, Ali, Kiani, Ahsan, & Mufty, 2010), 
cement industry (Akhter, Siddique, & Alam, 2013; Tiwari, 2011), telecommunication sector 
(Marwat, Qureshi, & Ramay, 2006), manufacturing firms (Ezigbo & Timinepere, 2011), to 
mentioned few. However, studies from public sector are very few. Thus, the need for more 
studies especially from the public sectors became imperative. Moreover, studies on performance 
at individual level mostly used unidimentional measures instead of multi-dimentional measures 




undertaken in the context of public sector organizations to examine the influence of 
compensation practice on employees’ performance (i.e task, adaptive and contextual). 
2.0 Literature review and Hypotheses Development  
To conceptualized ‘Performance’ in general and Employee Performance in particular is always 
difficult. As performance is not just an individual phenomenon; it also had a group and 
organization-wide dimensions (Shields et al., 2015). This clearly indicated that performance at 
individual level (employee) is a multi dimensional variable (Borman & Motowidlo, 1993; 
Borman & Motowidlo, 1997; Sonnentag, Volmer, & Spychala, 2008). In this regards, Borman 
and Motowidlo (1997) makes a distinction between task and contextual performance. In addition 
to these two dimensions, Koopmans et al. (2013) considered adaptive performance and 
counterproductive performance as yet another dimensions of employee performance. Irrespective 
of its dimensions, Employee performance simply refers to the actions or behaviours of 
employees that are very relevant the organizational goals and objective (Campbell, 1990). 
Task performance refers to employees’ individual proficiency with which they performs the 
activities within the organization that contributed to the organization’s ‘technical core’. This 
form of employees contribution both be direct or indirect (Borman & Motowidlo, 1993). 
Contextual performance simply refers to employees’ activities that do not directly contribute to 
the technical core but yet supported the organizational, psychological and social environment in 
which organizational objectives/goals are pursued (Borman & Motowidlo, 1993). Therefore, 
employees’ contextual performance encompasses not only the behaviors like as helping a 
coworker to accomplish task or being a reliable member of the organization, but it also involves 




2002). Moreover, Adaptive performance in simple terms refers to the extents upon which an 
individual employee adapts to the changes in the work environment or work role (Griffin, Neal, 
& Parker, 2007).  
Employees’ performance is a key variable that scholars in work and organizational psychology 
attempt to explain in their various studies (Sonnentag et al., 2008). This study operationalized 
employee performance as the actions and behaviors of employees that are relevant to 
organizational objective. The study also considered only the three dimensions of employee 
performance that enhances organizational effectiveness (task, contextual and adaptive 
performance). 
Social Exchange Theory had over the years gained considerable prominence as a framework for 
understanding the relationship between the employees and their respective organizations. In 
organizational context, the relationship between employees and their organizations is regarded an 
exchange relationships. Whereby, the employees are expected to exert more efforts or 
contribution toward the attainment of organizational goal and expect some benefit from such 
efforts/contributions (like payment, fringe benefits and other compensation packages). This 
simply indicates that social exchange is all about obligation and reciprocity between the 
employees and organization. Therefore,  it is expected that when organization provides adequate 
compensation to employees, then employees are expected to be obliged and reciprocate the good 
gesture with high performance. 
2.1 Compensation and Employee performance 
Compensation is an important HRM practices intended to provide “fair” reward to the employees 




individual (employee) may value that an employer (management) is willing to offer as an 
exchange for the employee’s contribution in the organization (Henderson, 2003). Presence of 
“fair” compensation practice in organization attracts, motivates, retains and develops a 
competent employee(s) who will put in their best toward realizing organizational objectives 
(Pohlen & La Londe, 1994). Related to this, Harrison & Liska, (2008) affirm that compensation 
is the centre pieces of the employment contract. It is considered to be the main reason why 
people work in an organization. Compensation includes all types of rewards, both the extrinsic 
and the intrinsic compensation that are received by the employee as a result of employment.  
Compensation practice in the word of Lawler (2000) is considered to be the primary means 
employed by organizations to elicit and reinforce desired behavior from the employees. 
Therefore, if organizational success relies heavily upon the achievement of different range of 
task and contextual related behaviors (performance), then it is essential for the organizations to 
determine precisely which compensation will give rise to the manifestations of employee 
performance. Resurreccion (2012) noted that employees in organization have different 
perceptions on different types of compensation in terms of their ability to motivate. Bartol and 
Srivastava (2002) supported that financial compensation are more direct, universally recognized 
and visible this make it a reason why employees tend to perceive them as more 
valuable/instrumental and consequently worth extra effort. Chiang and Birtch (2008) posited that 
monetary compensation have stronger significant performance implications to only task 
performance, whereas a mix of monetary and non monetary compensation is more beneficial to 
the achievement of contextual performance (extra-task behaviors). Similarly, Danish and Usman 
(2010) provided that providing employees with periodic salary increments, fringe benefits, 




morale and makes them highly motivated to perform both task and contextual behaviors.  
Begbie, Bussin, and Schurink (2011) opined that proper implementation of the incentive schemes 
in organization is more crucial in motivating employees to perform highly as compared to just 
simply the presence of the practice. in this regard Wu, Sturman, and Wang (2013) argued that the 
fundamental idea behind the relationship between compensation and employee performance is 
that fairness in compensation can lead to higher employee motivation, and consequently to 
higher work performance. Thus, we hypotheses that: 
H2a: Compensation will positively relate with task performance 
H2b: Compensation will positively relate with contextual performance 











Figure 1: Conceptual Model linking compensation practice with the three dimensions of 
















3.0 Method  
3.1 Design and Sample 
Considering that the study is conducted to test the causal relationship between the predictor 
(compensation) and criterion variables (task, adaptive and contextual performance), Survey 
method was employed (Sekaran & Bougie, 2013). In this regard, questionnaires were 
administered to 274 public sector employees in the North western part of Nigeria. Additionally, 
the data was collected based on cross-sectional method. 
3.2 Measures 
In order to measure all the four major constructs of this study, the study utilized previously 
validated and reliable measures. Whereby, employee performance being the dependent variable 
was measured using the three dimensions of task, adaptive and contextual performance. for Task 
performance 6 items adapted from Tsui, Pearce, Porter, and Tripoli (1997) was used. While, 12 
item from the work of  Motowidlo and Van Scotter (1994) was adapted in measuring contextual 
performance. In measuring adaptive performance, 6 items were adapted from study of 
(Koopmans et al., 2013). For compensation being the independent variable, 6 items from the 
work of (Amin, Ismail, Abdul Rasid, & Selemani, 2014). All items of the four variables were 
measured based on 1-5 Likert scale ranging from 1= strongly disagree to 5= strongly agree. 
4.0 Results  
4.1 Measurement model 
In analyzing the results, this study used Smart PLS 2.0 statistical software. The Partial Least 
Square Structural Equation Modeling (PLS –SEM) was employed. In this regard, both the 




& Sarstedt, 2014; Henseler, Hubona, & Ray, 2016). In ascertaining the measurement model, this 
study assessed the reliabilities of all the four main constructs using composite reliability as 
suggested by (Hair Jr, Hult, Ringle, & Sarstedt, 2014).  
As depicted below in the Table 1, all the four latent variables had a composite reliability above 
the minimum threshold of .70, and also their Average Variance Extracted (AVE) which indicates 
the convergent validity of constructs is also above .50 being the threshold (Hair Jr et al., 2014; 
Henseler, Ringle, & Sinkovics, 2009).  
 
Figure1: Measurement Model 
 
As depicted below in the Table 1, all the four latent variables had a composite reliability above 
the minimum threshold of .70, and also their Average Variance Extracted (AVE) which indicates 
the convergent validity of constructs is also above .50 being the threshold (Hair Jr et al., 2014; 





Table 1: Factor Loadings, Reliabilities and Average Variance Extracted (AVE) 
Constructs 




1. Compensation CMP03 0.817 0.837 0.565
 CMP04 0.767   
 CMP05 0.610   
 CMP06 0.796   
2. Task Performance TSK02 0.579 0.798 0.500 
 TSK04 0.697  
 TSK05 0.789  
 TSK06 0.746  
3.Contextual Performance CTX01 0.640 0.765 0.523
 CTX03 0.687  
 CTX12 0.829  
4. Adaptive Performance ADP03 0.777 0.842 0.517
 ADP04 0.757  
 ADP05 0.651  
 ADP06 0.682  
 ADP07 0.721  
 
In ascertaining the discriminant validity, Fornell and Larcker (1981) criterion was used. As 
indicated in Table 2, the results express that the measures used in this study represent the true 
measures of their individual variables as indicated in their statistical values. 
Table 2: Discriminant validity and correlations among variables 
Constructs 1 2 3 4 
1. Compensation  0.752 
2. Task Performance  0.494 0.707 
3. Contextual Performance  0.340 0.469 0.723 
4. Adaptive Performance  0.374 0.548 0.552 0.719 
Note: Diagonal elements that appear bolded in the correlation matrix are square root of AVE scores 
The individual correlations in the correlation matrix of items are observed as against their 
constructs, and as indicated in the values none of the items from another constructs has a loading 






Structural Model  
In ascertaining the significance of the path coefficients, standard bootstrapping 
method/procedure using 5000 bootstrap samples and 274 cases was used as recommenced (Hair 
Jr et al., 2014). Table 3 and Figure 2 provides the results of  
 
Figure 2: Results of the structural model showing the relationships 
Table 3: Results of direct relationships (n = 274) 
 H Relationships Beta Std. Err T Value Decision 
H1 Compensation -> Task Performance 0.494 0.048 10.397*** Supported 
H2 Compensation-> Contextual Performance 0.339 0.056 6.054*** Supported 
H3 Compensation-> Adaptive Performance 0.374 0.051 7.320*** Supported 
 
The results of PLS path modeling as indicated above in Figure 2 and Table 3 showed that the 
compensation practice had a positive and significant influence on employee task performance 
(β=0. = 0.494, p<0.01). In a similar way, the result of path modeling revealed another significant 
positive relationship between compensation practice and contextual performance (β=0.339; 




performance was statistically supported (β=0.374; p<0.01). In general, the results of all the three 
relationships was empirically supported (i.e. H1, H2 and H3) respectively. 
Moreover, with regards to coefficient of determination (R2) the results as shown in Figure 1 
suggested that compensation practice explained 0.244 variance in task performance, 0.115 
variance in contextual performance and 0.140 variance in adaptive performance (i.e.  24%, 12% 
and 14%) respectively. Additionally, the results of construct cross-validated redundancy as 
generated through the application of blindfolding procedure as recommended (Hair, Ringle, & 
Sarstedt, 2011) indicated that task performance had a Q2 value of 0.284. Whereas, for contextual 
performance a Q2 value of 0.057 was revealed. Lastly, the adaptive performance indicated a Q2 
value of 0.066 respectively. These clearly suggested that the our model had a good predictive 
relevance since all the three values are greater than zero (Hair et al., 2011; Henseler et al., 2009). 
Discussion 
This study was undertaken to examine the influence of compensation practice on all the three 
dimensions of employee performance that enhanced organizational effectiveness, specifically 
task, adaptive and contextual performance. Although prior studies on compensation practice and 
employee performance has contributed immensely to the deeper understanding of compensation 
and performance relationships yet little in known with regard to all the three dimensions of 
employee performance that enhance organizational effectiveness. Our results provide empirical 
support that organizational compensation practice is an important HRM practice that influences 
all the three dimensions of employee performance (task, adaptive and contextual performance). 
Our findings implied that providing employee with adequate compensation package enabled 




positive behaviours that will enable the organization to achieve their goals in the most efficient 
and most effective ways in form of task adaptive and contextual behaviors. Moreover, our 
finding further revealed that even though compensation is very important in predicting all the 
three dimensions, yet it is clear that the influence is stronger on task performance followed by 
adaptive performance than on contextual performance. This also indicate that  employees in the 
public sector organization attached more importance to compensation when performing task and 
adaptive performance.  
Implications    
Theoretically, the study provides additional empirical support on compensation and performance 
relationships by establishing that compensation practice is important in predicting task, adaptive 
and contextual performance not only within the context of private organizations but it is also 
empirically evident within the public sector organization that received little attention. In addition, 
the finding add to the existing literature in validating social exchange theory (Blau, 1964). 
With regard to practice, the study is important to the government and management of public 
sector organizations. The findings suggested that the management particularly of public sector 
organizations can ensure optimal performance of public sector employees by providing adequate 
compensation in relation to their performance. This will make the employees to feel that they are 
valued and obliged to reciprocate with high task, adaptive and contextual performance. 
Limitations and avenues for further research  
Our study has enlightened the predictive power of compensation practice on employee 
performance within the context of public sector organization, yet our findings had several 




direction of causality. In this regard, future study using a longitudinal design should be able to 
provide the direction of the relationship between compensation and performance of employees. 
Indeed, our study cannot out rightly rule on the possibility of an inverse relationship between 
compensation and performance of employees.   
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